FINANCIAL REPORT
EAST JORDAN PUBLIC SCHOOLS
EAST JORDAN, MICHIGAN
June 30, 2004



EAST JORDAN PUBLIC SCHOOLS
Financial Report
Year Ended June 30, 2004
Table of Contents
Independent Audifors' Report
Management's Discussion and Analysis
Basic Financial Statements
District-wide Financiol Statements:
Statement of Net Asselis
Staiement of Aciivities
Fund Financial Statements:
Govemmental Funds:

Bolance Sheet

Reconcilialion of Balance Sheet of Governmenital Funds to Staiement
of Net Assets

Statement of Revenues, Expenditures, and Changes in Fund Balances
Reconcilialion of the Statement of Revenuss. Expenditures. and
Changes in Fund Balances of Governmental Funds 10 {he Statement
of Aclivilies

Fiduciary Fund:
Statement of Fiduciary Net Assels

Notes o Financial Statements
Required Supplemental Information
Budgetary Comparison Schedule - Generat Fund
Other Supplemental Information
Combining Balance Sheet - Nonmajor Governmenial Funds

Combining Statement of Revenues, Expenditures, and Changes in Fund
Balances - Nonmajor Governmental Funds

Statement of Receipts and Disbursements - Fiduciary Fund
Schedule of Bonded indebtedness

Federal Single Audlt Reporting

10-20

22

23

24-26

27-2%

Report on Intemnatl Control Over Financial Reporting and on Comphance and Other Matters

Based on an Audit of Financial Statements Performed in Accordance
With Government Audifing Standards

Report on Compliance with Requirements Applicable 1o Eoch Major
Program and! irfernal Conirol Over Compliance in Accordance With
OMB Circuiar A-133

Schedule of Expenditures of Federal Awards

Summary Schedule of Pror Audit Findings

Schedule of Findings and Questioned Costs

30

31-32
33-34
35
36



= [ =

. Hill - Schroderus & Co., LLP

e

ﬁ e Certitied Public Accountants & Consultants

August 18, 2004

independeni Auditors’ Report

Superintendent and
Boord of Educalion

East Jordan Public Schools
East Jorgan, Michigon

We have qudited the accompanying financial statemenis of the governmental activilies, each
maojor fund, and the aggregate remaining fund information of East Jordan Pubiic Schools, as of and
for the year ended June 30, 2006, which collectively compirise the Schoo! District's basic financial
stotements as listed in the table of contents. These financial statements are the responsibility of the
School's management. Our responsibility is 1o express opinions on these financio! siciements based
on our audit.

We conducted our audit in accordance with eudifing slondards generally accepledin the United
States of America and fthe stondords opplicable to finonciol qudits contained in Government
Audifing Standords, issued by the Compirolier General of the United States. Those standards require
that we plan ond pedorm the audit to obiain reasonable assurance about whether the financial
siclemenis are free of material misstatement.  An audil includes examining, on a {est basis,
evidence supporting the amounts ond disclosures in the financial statements. An audit also includes
assessing the accounting principies used and significant esiimates mode by management, as well
as evaluating the overall financial statement presentation. We believe thal our audi proviges a
reasonabie basis for our opinions.

in our opinion, the financial stalemenis refered to above present faidy. in all malenal respects, the
respective financial position of the governmenlol aclivilies, eoch major fund, and the aggregate
remaining tund informaiion of East Jorgen Pubiic Schools, os of June 30, 2006, and the respective
changes in fingncicl posilion, thereo! ior the year then ended. in conformity with accounting
principles generglly accepted in the United States of America,

in occordance with Government Auditing Standards, we have ako issued our repori dated August
18. 2004, on our consideration of East jordan Public Schools' internal contre! over financial reporting
ang on our fests of its compliance wilh cerain provisions of laws, reguiations, confracts, and grant
agreements and other motters. The purpose of that report is to describe the scope of our Testing of
internal coniral over financial reporiing ond compiliance and the resulls of thaf testing, and notl 1o
provide an opinion on the infernal controt over financial repording or on complionce. Thot repaort is
an infegral port of an cqudit performed in accordance with Government Auditing Standards and
should be considered in assessing the resulis of our ouadli,
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Easl Jordan Public Schools
East Jordan, Michigan

The management's discussion and analysis and the budgetary comparison information are not «
required part of the basic financial statements but are supplementary information required by
accouniing principtes generally accepted in the United States of America. We hove applied
cergin fimiied procedures, which consisied principally of inguiries of management regarding the
methods of measuremeni and presentation of 1he required supplemeniary informalion. However,
we did not audit Ihe informalion and express no opinion on i,

Cur audit was conducted for the purpose of forming opinions on the financial statements that
coliectively comprise East Jordan Public Schools’ basic financial stiatements. The other supplemental
information is presented lor purposes of addiional analysis and is not a required part of the basic
financial siatements. The accompanying schedute of expendiiures of federail awards is presented
for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-
133, Audits of States, Local Governments, ond Non-Profit Qrganizations, and is ¢iso not a required
part of the basic finoncial statements of Easl Jordan Public Schools. The other supplemental
information and the schedule of expenditures of federal awards have been subjected to the
auditing procedures applied in the audit of the basic financial slatements and. in our opinion, are
fairly stated in all material respects inrelation to the bosic financial sialements taken as a whole.

Wl St e e

CERTIFIED PUBLIC ACCOUNTANTS
FPeloskey. Michigan



EAST JORDAN

PUBLIC"SCHOOLS ADMINISTRATION
Aovertied at the Nowd Canrval Sisvoiation s Hiphest Saset

Management's Discussion and Analysis

Overviaw of the Basic Financial Statements

East Jordan Pubilic Schools' ({the Disticlt's] basic financial stalements include
governmeni-wide sialement, fund fincncict stalemenis and notes 1o the financial
staternents.  This report also contdins required and oiher supplemental information in
addition to the baosic financial statements.

Government-wide Financial Staiements

The government-wide financial slatements report information on all of the District's
nonfiduciary funds. The government-wide siatemenis are designed fo provide readers
with a broad overview of the Districl's finances, in @ manner simitar to a private-sector
business.

The Statement of Net Assels disploys all of the Disirici’s assets and licbilities, with the
difference reported os net assets. All long-fterm assets and debt obligations are
presented.

The Statement of Activilies focuses on the grass and net cost of the various funclions
within the District {instruction. support services, etc.), which are suppored by the Disirct's
general revenues {property faxes, unrestricted Stale Aid, eic.).

Fund Financial Statements

The fund fincncial statements report on the governmental tunds, with an emphasis on
major funds. Major funds are defermined by the level of activity within the vorious funds.
The focus of the tund finoncial statements is on the sowrces and uses of funds during the
current year.

The fiduciary fund is also presented, separate from the govermnmenta! tunds, due 1o the
fact thal these assels do not represent assels of the Disiricl. These assels are nof
presented as part of the Government-wide finoncial statements,

East Jordan Public Schools maintains eighl individual governmental funds. Information is
oresented seporately in the governmental fund balance sheel and the govermnmenial
fundg stotement of revenues, expenditures and changes in fund balances for the General
Fund which is considered o mgjor fund. Doifa from the other seven govemmental funds
are combined info a single, nonmgjor governmental funds column. Individual fund data
for each of thase nonmejor governmental funds is provided in the form of combining
sigiements in the other supplemental Informaiion section of the repart.
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Notes fo the Financial Sfatements

The notes provide additional information which is esseniial to a full understanding of the
data provided in the government-wide and fund financial statements.

Government-wide Financial Analysis
The table below summarizes the District's net assets as of June 30, 2004:

East Jordon Public Schools' Net Assels
June 30, 2006
Governmenial
Aciivities

June 30. 2006 June 30, 2005

Assets
Cunrent and other assets $ 1,945,595 % 2,220,063
Capital assets - net of accum dep 14,384,996 14,678,502
Tolal assels 14,330,591 16,898,565
Liablitties
Current liabililies 1.803.354 1.827.276
Noncurren! fiabilifies 9,237,527 10,088,059
Total liobilities 11.040,881 11,915.335
Net Assets
Investment in capitol assets, nel of related debt 4,423,455 4,023,800
Restricied 256,722 281,066
Unrestricied 609,533 678,364
Tolol net assels $ 5289.710  $ 4,983,230

At the end of the fiscal year, Eost Jordon Public Schools is able to report positive
palances in oll three categories of net assets. The largest poriion of the Disiict's net
assets 1s ifs investment in capital assets (land, consiruction in progress, buildings.
equipment and vehicles}, less any related debt used o acquire those assets that is stifl
outstanding. The District uses these capital assets in providing educaiional services,
consequenily these assels are not available for fuiure spending.

The second portion of net assets, restricied net assets, represents resources thot are
sublect 1o exiernal restrictions on how they may be used. This wouid include restrictions
for debt service, capital projects and tribal expenses.

The remaining porion of net assets, uncestricied net assets, may be used at the District's
discretion 1o meet ongoing obligaiions.



The results for the School District as g whole are reported in the Stalement of Activities,
which is summarized below:

East Jordan Public Schools’ Change In Net Assets
Year Ended June 30, 2006

Governmental Activities
For the Year Ended

June 30 2006 June 30, 2005
Revenue
Program revenue:
Chorges for services $ 348,277 $ 370715
Grants and contributions 1,658,735 1,630,511
General revenue:
Property laxes 4,231,583 3,941,864
State Aid, unrestricted 5,384,784 5,506,216
interesi and investmeant earnings 87.042 47,062
Other 77.550 72,362
Total revenues 11,789,971} 11,568.730
Function/Program Expenses
Instruction 6,302,759 6.258,263
Supporn services 3,404,322 3,445,804
Community services 172,754 173,749
Food services 411,048 413,393
Athletics 239,949 254,775
interest/fees on long-term debl 444,617 469,427
Capital outtay expenditures. for items
under $5,000 not capitalized 2,820 198,796
Depreciation [unallocated) 505,222 503,898
Total expenses 11,483,491 11,718,105
Change In nef assets 306,480 [149,375)
Net assets - beglnning of year 4,983,230 5,132,608
Net assefs - end of year $ 5.289.710 $ 4,983,230

As reported obove, the District recorded approximaiely $11.5 milion of expenses. These
expenses were funded minimally by charges for services, 3%. The majerify of the Districi's

and contribufions {14%].



The District experenced an increase in net assets prmarily due to the retirement of
3782,612 in debt exceeding the depreciation of assets of $505,222. Increased costs for
health insurance and refirement were responsible for adding more than on inflationary
increase in bolh the Statement of Aclivities and the Fund Financial Statemenis.

Fund Financlal Analysis

As of yearend, the governmental funds reporfed o combined fund bolance of
approximately $1.05 million, which is 15% less thon the beginning of the year ($1.2 million).
The decrease was mainly due to a $157.578 decrease in the fund balance of the
General Fund o $664,213. The Cafeteria Fund experienced a $12.519 decrease in fund
balance to $58,269. The Athletics Fund was near break even with a minimal fund
balonce. The Athletics Fund receives a transfer from the General fund each year to
prevent a deficit fund balance in that fund. The Debt Funds had a $16.08] decrease in
fund balances 1o $319,46%. The Debi Funds levy enough faxes to pay the annual debt
service requirements and 1o maintain ¢ fund balonce sufficient to pay debt service
requirements between itox levies. The Sinking Fund and Capital Project Funds had
minimal changes in fund balance.

General Fund Budgetary Highlighis

Finat budgeted revenues increased from original budgeted revenues. This was primarity
attibutable to more revenue budgeted from the Siate of Michigon and the
intermediate school disirict.

Final budgeted expendilures increased from the orfiginal budgeted amounts by
approximaiely $201,000. This was due {0 increased anlicipaied expendiiures for
instruction, business operations and plant operations.

Final revenues were lower than final budgeted amounts by approximately $20,000. This
was mainly due 1o recognizing less interdisirict sources of revenue than budgeied, This
revenue is recognized as expenditures are made. The full amouni of anlicipaied
expendilures did not occur; conseguenily, the funding not expended was deferred.

Final expenditures were iower than final budgeted amounts by approximately $77.000.
This was mainly due to budgeting the full amouni for interdistrict funding for anficipated
insfructional staff expenditures which did not occur.



Capital Assefs

Al June 30, 2006 the Oitict had $14.4 milion {nel of accumuiated deorecialion)

invested in capilal assels. The following table summorizes the capital asset activity for
the year:

East Jordan Public Schools’ Caplial Asset Activity
Year Ended June 30, 2004

July 1, 2005 Adiditions Disposals Jurne 30, 2006

Land and improvements % 261,878 3 - 3 - 3 261,878
Buildings and improvements 17,799,426 206,231 - 18,005,657
Fumiiure ang equipment 1,322,666 5,485 - 1,328,151
Vehicles 744,390 - - 744,390
Total capifol assels 20,128,340 211714 - 20,340,076
Less accum, depreciction 5,449 858 505,222 - 5,955,080
Net copitol ossels $ 14,678,502 $  [293.508) $ - 3 14,384,996

The majority of the capital assets additions pertained to partial re-rooiing at the high
school and a new dehumidification system at the pool. There dlso was other equipment
purchased,

Debt Outsianding

Alihe end of the year, the Schoot District had $10.1 milion in debt ouistanding. Below is
the debt activity for the year:

East Jordan Public Schools' Debt Activity
Year Ended June 30, 2004

Juty 1, 2008 Addifions  Reducihions  June 30, 2006

Bonds and notes paycble $ 10,493,842 % - 5 732300 § 9.961.54)
Oiher licblities 168,518 - 50,311 118.207
Totals 3 10862350 % - $ 782412 & 10079748

There were no new bonds or noles issued during the year. The reductions are
aftribuioble to existing debt payments and & pardicl reduction in an early retirernent
incenfive incurred in the oricr year.



Economlc Factors

Many factors were considered in establishing the District's 2005 - 2004 tisca! year budget.
Among the most crifical factors are student enrollment and the student foundation grant
[SFG) levels. In 2005 - 2004, the district's enroliment fell from the prior year levels, and the
SFG was increased by $175, to $6.875. Both of these tactors affected the 2005 - 2006
budget.

EJPS revenue is heavily dependent on Siate funding, which is linked 1o the overall health
of Michigan's School Aid Fund. Appropralions 1o EJPS and other public schools in
Michigan are directly linked to the State’s ability to collect revenues to fund such
appropriations. Over the paost 4 years, and continuing info the 2005 ~ 2006 schooal year,
Michigan has been unable to generaie sufiicient revenues fo meet coresponding
increases on the expense side of the budget, which has led 1o budgei reductions at EJPS
and other public schoots.

To offset the negative consequences associated with declining Siate revenues and
enroliment, EJPS made $500.000 in budget reductions in 2005 - 2006, and an additional
$650,000 in reductions in 2006 - 2007. Such reductions were made necessary by
declining State suppor, as well as by increases in expenditures, including significant
increases in the cost of heolth insurance premiums paid in support of employee health
care benefits, and in the school's cost of retirement benefits ior school employees. To
offset these increases, the District continued io utilize the Fund Balance, which made a
$157.500 confribution to District operations in 2005-2006.

Projections for Michigan's 2007 - 2008 fiscal yeor budget are oiso negative. Addiiional
shortfalls in State revenues will impact the School Aid Fund, which will offect the Stale's
ability to increase revenues for schools. A ballol proposat for the November eiection
offers some relief, however, whether or not the proposal earns the favor of volers remains
to be seen.

Given the negative revenue and increasing expenditures trends, it is anticipated that
EJPS will need 1o continue o mecke significant expenditure reductions in 2007 — 2008.
Coniinued reductions in the Disirict's fund bolance, which has already been reduced to
6.6% of operaling expenditures, may also be necessary.

Financiol Contact

The District’s financial statements are designed 10 present users with o general overview
of the District's finances. Queslions concerning any of the information provided in fthis
report or requests for addiional financial information should be direcied lowards the
Business Office, East Jordan Pubiic Schools.

Vi



EAST JORDAN PUBLIC SCHOOLS
Statement of Net Asseis
June 30, 2004

Assets

Current Assets
Cash
Due from olher govermmental units
tnterast receivable on investments and deposits
Inventories
Prepaid expenses
investments

Total current assets
Noncuirent Assets
Capitol assets
Less: accumulated depreciation

Total noncurreni assets

Tolol assets

Liabilifies and Net Assels

Governmeniol

Activities

$

§38.993
1,088,264

3.469
14,314
553

}.945,595

20.340.074
[5.955.080)

14,384,996

$

16.330.59)

Liabiltties
Accounits payable
Due fo other governmenial units
Payroll deductions and withholdings
Accrued expenses
Salones payable
Defered revenue
Accrued interest payable
Noncurrent liabilities:
Due within one year
Due in more than one year

Total ligbilities

Net Assets
investrmen! in capital cssets, net of reloted debt
Restricted for debl service
Rastricied for capiial projecis
Restricied for tribal expenses
Unrestricted

Total net assets

Total iabilities ang net cssels

See accompanying noles 1o Ine basic hnonciol stalements.

$

28.481%
3.734
4,548

212,860
513.717
127,312

70.481

642,221
2,237,527

11,040,881

4,423,455
248,588
657

7.077
609,523

5,28%.710

%

16,330,591




EAST JORDAN PUBLIC SCHOQLS
Siaierment of Aclivilies
Year Ended June 30, 2004

Net Revenue
(Expenses) and
Changes in Net

Agsels
Charges Operating Grants  Governmentat
Expenses for Services and Contributions Activilies
Functions/Programs
Governmental Activiiies:
instruction 5 6302759 $ 32.065 k) $21,428 % (5,349,266}
Support services 3,404,322 - 465.819 {2.9238,503)
Community services 172,754 113.417 - {59,337)
Food services 411,048 150,577 239,367 {21,104)
Athietics 239,949 52,218 27.757 {159,974)
Inierestffees on long-term debt 444,617 - 4,364 1440,253)
Capital oullay expenditurss, for items
under $5,000 no! capitalized 2,820 - - {2,820)
Depreciation (uncllocated) 505,222 - - (505,222)
Total govemmental activities $ 11,483,491 k) 348,277 $ 1,658,735 (?.476.479)
General Revenues:
Taxes:
Properiy laxes. levied for generol purposes 2,983,808
Property taxes, lavied for debl services 1,121,817
Propery taxes, levied for capital expendilures 125,958
Slofe Aid, unrestricied 5,386,784
Inferest and invesiment earnings 87.042
Other 77,550
Totol general revenues 2,782,959
Change in net assels 306,480
Net assets - beginning of year 4,983,230
Nef assefs - end of year $ 5,289,710

See accompanying nales 1o the canc financiol stalements, 4



Cash

Due from other funds
Due from other govemmental units

inveniories

Prepaid expenditures

Investments

Total assets

Liabilifies:

Accounlis payable
Due to other funds

Assets

EAST JORDAN PUBLIC SCHOOLS

Governmental Funds
Balance Sheet
June 30, 2006

Ligbilities and fund Balances

Due to ofther governmenial uniis

Payrolt deductions and withholdings
Accrued expendifures

Solaries payable

Deferred revenue

Toidl labilifies

Fund Balances:

Reserved for inventones and

prepaid expenditures
Reserved for debt service
Reserved for capital improvements

Reserved for inbal expenditures

Unreserved:

Undesignated

Total fund balances

Totlal Hiakilities and fund

batances

Oiber
Nonmajor
Govermnmental
General Funds Total
$ 481,515 $ 357,478 $ 838,993
58 - 58
1,056,649 31,617 1,088,266
- 3,469 3,469
13.064 1.250 14,314
553 - 553
$ 1,551.839 $ 393,814 $ 1,945,653
$ 28,176 $ 305 3 28,481
- 58 58
3.734 - 3,734
4,548 - 4,548
207,439 5,421 212,840
513.717 - 513.717
127,312 - 127.312
884,924 5,784 890,710
13,064 4,719 17.783
- 319,449 319.469
- 657 657
7077 - 7,077
646,772 63,185 709,957
666,913 388.030 1.054.943
$ 1.551.83°% $ 393.814 §$ 1,945,653

See occompanyng notes to the bosic fincncial siatements, 5



EAST JORDAN PUBLIC SCHQOLS
Governmental Funds
Reconciliation of Balance Sheet of Governmental Funds to Siatement of Net Assets
June 30, 2004

Total Fund Balances - Governmental Funds 3 1.054.943
Amounts reporied for governmenial aclivifies in the siatement
of nel assets are different because:
Capital assets used in governmental aciivities are not financial
resources and are not reported in the governmental funds
balance sheet
Cost of capital assets 20.340,076
Accumulaied depreciation (5,955,080}
interest is accrued on oulsianding bonds in governmental
activiiies, whereas in governmenftal funds, an interest
expenditure is reported when due (70.481)
Long-term liabilifies ore not due and payable in the curent period
and are noi reporied in the governmental funds balance sheet
Bonds and noles payable (2,961,541}
Oiher labililies 118,207}
Tota) Net Assets - Governmental Activities $ 5,282,710

See occompanying notes 1o the basic financiol siotemenis 6



EAST JORDAN PUBLIC SCHOOLS

Governmental Funds
Statement of Revenues, Expendituras and Changes in fungd Balances
Year Ended June 30, 2004

Revenues:
Locol sowrces
State sources
Federal sources
interdisinct and other sources

Total revenues

Expendl|tures:

Cument:
Instruction
Suppori services
Communily services
Food semvice
Athietics

Debt service:
Prancipal
Interest
Oiher

Capital oulioy

Infergovernmental payments

Totol expendiiures

Excess [deficiency) of
revenues over expenditures

Other financing sources {uses):
Cperafing transfers in
Operating fronsfers out

Total other financing
sources [(uses)

Net cnange in fund balances

fund balances - beginning of year

Fund balances - end of year

See occompanying notes to the bosic financial siatements,

Other
Nonmaojor
Govarmnmental
General Funds Total
$ 3,230,855 $  1.517.919 $ 4,748,774
5,888,919 34,7469 5,923,688
298,822 208,963 507,785
609,724 - 609,724
10,028,320 1,761,651 11,789,971
6,288,115 6,288,115
3,497,967 3,497,947
172,754 - 172,754
- 411,048 413,048
239,949 239,949
19,293 713.008 732,301
1,125 445,774 444,899
- 2,508 2,508
- 129,202 129.202
56,644 - 56,644
10.035.898 1,941,489 11,977,387
{7.578) {179.838} 1187 416}
10,000 160,000 170,000
{160,000) [10,000) {170,000
{150,000} 150,000 -
(157,578) (29.838) {187,414)
824,491 417,848 1. 242,359
$ 666,913 3 388,030 $  1.054943




EAST JORDAN PUBLIC SCHOOLS
Governmental Funds
Reconciliagtion of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Year Ended June 30, 2006

Net Change in Fund Balances - Total Governmental Funds $ {187,416}

Amounts reported for govemmenial activilies in the sialement
of net assets are different because:

Capital oullays are reporied in governmental funds as expendilures.
However, in the statement of aclivilies, the cost of those assets over
$5.000 is allocated over their estimated useful lives as depreciation
expense. This is the amount by which capital ouflays are less thon
depreciation expense in the period. {293.506)

Repaymeni of bond and note prihcipol is an expenditure in the governmentaol
funds. but the repoyment reduces long-term liabiliiies in the
statement of nel assets, 732.301

Inferest on long-term debt in the statement of activities differs
from the amount reporied in the governmenial funds because
interest is recognized as an expenditure in the funds when itis
due, and thus requires the use of current financial resources. In
ihe statement of aciivities, however, interest expense is recognized
as the interest accrues, regardiess of when it is due. 4,790

In the stotement of activities, compensated absences and eairly refirement
incentives are measured by the amounts earned during the year. In the
governmental funds, expenditures for these items are measured
by the amount aclually paid. 50,311

Change in Net Assets - Governmenfal Activities $ 306,480

See agccompanying noles 1o the bas s finoncial siatements. 8



EAST JORDAN PUBLIC SCHQOQLS
Fiduclary Fund
Statement of Fiduciary Net Assets
June 30, 2004

Student Activilies
Agency fund

Assets

Cash 3 102,724
Liabiiiiies

Due fo siudent groups % 102,724

Jee occomponying notes 10 Ihe Basic finonciol siatemeants. 9



NOTE I:

EAST JORDAN PUBLIC SCHOOLS
NOTES TO FINANCIAL STATEMENTS
June 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

East Jordan Public Schools (the "School District”) operates under a Board-Superiniendent form of
government and provides education services fo ifs residents. The accounting policies of the Schoof
District conform to accounting principles generally accepted in the United States of America (GAAP) as
opplicable to govemmenial units, The following 15 a summary of the significant poilicies used by the
School Disirict:

Reporting Entity

The accompanying finoncial statements have been prepared in accordance with criferio established by
Governmental Accounfing Slandards Board Statement {GASBS) No. 14 {and amended by GASES No. 39).
GASBS 14 states the primary basis for determining whelher outside agencies and organizations should be
considered component vnits of the School Disirict ond included in the School District's financial
statemenls is financial accountability. Financial accountability has been defined as foliows: A primary
government has substantive authority to appoint o voling majority of the component unil's board; the
primary government is either oble 10 impose its will on a component unit or there is a potential for the
component unit to provide specific financial burdens on the primary government; and the component
unit 1s fiscally dependeni on fhe primary government. The School District has no component units,

Basic Financial Statements - Overview

The Schoot Disirict's basic financial statements include bolh government-wide {reporiing the Schoo!
District as o whole) and fund financiot statements {reporiing the School District's major funds}. Both the
governmeni-wide and fund financial statements calegorize primary aclivities as either governmental or
business type. Govemmental activities, which normally are supporied by taxes and intergovernmental
revenues, are reported separately from business type octivifies, which rely fo a significont exient on lees
and charges for support. All of the School Dislrict's aclivities are considered governmenial activities.

Basic Financial Sfatements - Governmeni-Wide Siaiements

The government-wide financial siafements report information on ¢ll of the nonfiduciary aclivities of the
primary government, These statements are reported using the economic resources measurement focus
and the full accrual basis of accounting. As o general rule, the effect of interfund activily has been
gliminated from the govermmment-wide financial statements. The government-wide focus is more on
operational efficiency, the sustainability of the School District as an entity and the change in the School
District's net assets resuliing from the current year's aciiviiies.

in the government-wide Statlement of Net Assets, the governmenial aclivities columnis presented on a
consolidated basis. Due fo the {ull accrual, economic resource basis, all long-term assets and
receivables, as well as iong-lerm deb and obligations arg recognized. The School Distnct's net assets are
reporied in three parts - invesfed in capitol assels, net of relaied debt; restricted net assets; and
unrestricted net assets, The School District firsi utilizes restricted rescurces to finance gqualitying activilies.



NOTE 1.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic financial Statemenfs - Governmeni-Wide Stc—xtements - Continued

The govemment-wide Statement of Aclivilies, due to the full accrual, economic resource basis. records
revenue when it is earmned and expenses when o liability is incurred, regardiess of the timing of related
cash flows. The Statement of Activilies demoensirates the degree to which the direct expenses of a given
function are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific funciion. Program revenue includes {1) charges to customers who purchase, use or directly
benefit from goods, services, or privileges provided by a given function end {2} grants and contributions
that are restricted 1o meeling the operational or capital requiremenis of @ particular function. Taxes,
unrestricted State Aid and other items not properly included among program revenues are reported as
general revepue. Any net costs, by function, are aliocated to the general revenue.

Basic Financial Statements — Fund Financial Statements

The financial transactions of the School District are reported in individual funds in the fund financial
siatements. The operalions of each fund are accounied for with o separate sel of self-balancing
accounts that comprise iis asseis, liabilifies, fund equity, revenues and expendijures. The emphasisin the
fund financial slatements is on the major funds in the governmental aclivities calegory. GASBS No. 34
sets forth minimum criteria {percentoge of the assets, liabilities, revenues or expendiiures of ihe
governmental funds} for the determinaiion of major funds. The School District's major fund, as described
below, is the General Fund. Nonmajor funds by category are summarized into & single column.

The governmenial funds financial statemenis are reporfed using ihe cumeni financial resources
measurement focus ond the modified accrual basis of accouniing. Revenues are recorded in the
accounting period in which they become both available and measurable. Revenues ore available
when received within the current period or within 60 days afier year end. Expendiiures are recorded in
the accounting period in which the liability is incurred The exception {o this general rule is principal and
interest on general obligation long-term debl, if any. is recognized when due.

The focus of the fund financial statements is upon the detfermination of financial position and changes in
financial position [sources, uses, and balances of financial resources).

Governmentresources are allocated to and accounted for in individual funds based upon the purposes
for which they are to be spenl and the means by which spending aclivilies are controlied. The varnous
tunds are grouped, in the financial sfatements in this report, into generic fund types and broad fund
categories as follows:

Governmental Funds

Governmental funds are those funds through which most school district functions typically are
financed. The acquisition, use ond balances of the Schoot District's expendable financial resources
and the related cumrent liabilities are accounted for through governmental funds.

General Fund - The General Fund is used fo record the general operations of the School District
pertaining to education and those operations nol provided for in other tunds. The General Fundis @
mgjor fund of the School District.



NOTE I:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES - CONTINUED

Basic Financial Sfatements - Fund Financial Statements - Continued

Governmental Funds - Continued

Special Revenue Funds - Special Revenue Funds are used io account for the proceeds of specific
revenue sources that are restricted 1o expenditures for specified purposes.

School Service Funds - The School Service Funds are used fo segregate, for administrafive
purposes. the transaciions of a paricular actlivity from regular revenue and expenditure
accounts. The School District maintains {ull control of these funds. The School Service Funds
maintained by the School District ore the Cafeteria and Athletics Funds.

Debt Service Funds - The Debi Retirement Funds are used to record fax and interest revenue and
the payment of inierest, prncipal and other expendiiures on long-term bonded debl. The Debi
Service Funds mainiained by the Scheol District are the 1995, 2002 and Durant Funds.

Capital Project Funds - The Capital Project Funds are used to record bond proceeds, tax revenues
or otherrevenue and the disbursement of monies specifically designated for acquiring new school
sites, buildings, equipment, and for major remodeling and repairs. These tunds are kept open until
the purpose for which they were created has been accomplished. The Capital Project Fund which
used the 2002 Bond proceeds has been closed. A Sinking Fund which uses property tax revenues
was opened this year. The Sinking Fund was opproved by the voters for a period of six years, fiscal
2006 through 2011 10 levy an amount not 1o exceed .4 mills on all property for Ihe purchase of real
estate for sites for, and the construction or repair of school buildings and all other purposes
avthorized by iaw. For this fund the School District has complied with the applicable provision of §
1212 {1) of the Revised Scnool Code and the applicable section of the Revised Bulletin for Schoaol
Disirict Audits of Bonded Construction Funds and of Sinking Funds in Michigan.

Fiduciary Funds

Fiduciary Funds are used io account for assets held by the Schoo! District in o frusiee or agency
capacity for others and therefore are not available 1o support School Disfrict programs. Since these
funds canno! be used o address activities or obligotions of the School District, these funds are not
incorporated into the government-wide statements. Fiduciary fund siatements are reporied using
the economic resources measurement focus and the accrual basis of accounting. The following
agency fund is presented in the Statement of Fiduciary Net Assets;

Siudent Activities Agency Fund - The School Disinct presently mainiains o Student Acfivities
Agency Fund to record the transactions of siudent groups for school and school-related
purposes. The funds are segregaled and held by the School District for the students.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and other accounts that have the
general chaoracierisiics of demand deposits.

Investments
invesiments are stated at fair market vatue.
Inventories

Inventories are stated ot cost, which aopproximates market, using the firsi-in/first-out {FIFO) method.
Inventory recorded in the Cafeteria Fund consists of food and paper goods. Disbhursements for inventory-
type items are recorded atf the fime of use in the Cafeteria Fund.



NOTE .

NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES - CONTINUED

Capiltal Assetls

Capital assels, which inciude fand, buildings. equipment and vehicles are reported in the Statemeni of
Net Assetsin the government-wide financial statemenis. Capital assels are defined by hhe School District
as assefs thot are purchased or acquired with an original cost of 35,000 or more and an estimated uselul
ife in excess of one year. Such assels are reported ot historical cost or estimated historical cost,
Contrnbuled assets are reported of fair market value as of the date donaled. Addilions, improvements
and other capifal culiay thal significontly exiend the useiul life of an assel, orincrease ils capacity or
efficiency, are capitatized. Other cosisincurred torrepairs and maintencnce ore expensed os incured,
Depreciation on all assets is provided on the siroighi-line basis over e following eslimated usetul lives:

Land improvements 10-20 years
Buildings and improvements 7-50 years
Furnilure ond other equipment 5-25years

Compensated Absences

The District's certified and non-certified smployees are affowed to accumulote ond vest sick days in
accordance with their respective confracts, This amount is reporfed in the govemment-wide financial
stalements and represents a reconciling item between the government-wide and fund presentations.

Comparative Data

Comparative total data for the prior year is not included in the School District's finoncial statements.

BUDGETING /COMPLIANCE

The School District is reguired under Public Acl 421 o adopt o budgel for the General and Special
Revenue Funds. Annual budgeis are adopted on a basis consistent with generally accepted accounting
principles ond Stale law {or these funds. State law reguires the School Dislict to have iis budget in place
by July 1. Expendilures in excess of amounis budgeted are a viclaiion of Michigan faw. State law
permits districts 1o amend ther budgels during the vear, All annua! approprniations lopse af vear end.

The presentation of budgetary information is required for the General Fund and all mgjor Special
Revenue Funds. (The Schoo! District does not have any maior Special Revenue Funds). In the reguireg
supplemental information section, the School District's actual and budgeted expenditures for the
Generai fFund are presenied. The School Disfrict did nol have an excess ot expendifures over
acpropiiations for ihe General Fund or Athletic Fund. The Cofeleria Fund did have expenditures of
$421,048 which were in excess of appropriations of $419.760.

CASH AND INVESTMENTS

State stagtutes ond the School District's investment policy authorize the Schoo! Disirict 16 make deposits in
the accounis of federally insured banks, credif unions, and savings and Joon associalions 1hat have an
office in Michigon: the School Distriict is allowed o invesi in U.S. Treasury or Agency obligafions. U.S.
govemment repurchase agreements, bankers' occeplances, commercial papér rated prime of the time
of purchase thatl matures not more thon 270 days after the daie of purchase, muiual tunds, ond
investment poois thot are composed of authorized investment vehicles. The School Disirici's deposits and
investments are in accordonce with siotutory outhority.



NOTE 3:

NOTE 4:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
CASH AND INVESTMENTS - CONTINUED

Cash Deposlis

Cusiodial Credit Risk - Deposits. Custodial credit rsk is the risk thal in the event of a bank failure, the
School District's deposifs may not be returned to it. At year-end, the carying amount of the Schoo!
District's deposits for both governmental activities ond fiduciary funds was $941,717 and the bonk
baiance was $1,410,775. Of the bonk balance, $200,000 was covered by federal depository insurance.
The remaining $1.210,775 was uninsured and uncoliateralized. State statutes prohibit security in the form
of collateral, surety bonds or another form be faken for the deposit of public funds.

Investments

Credit Risk — As of June 30, 2006, fhe School Disirict's investiment in the Michigan Liquid Assel Fund
investment pool of $553 was rated AAAM by Standard & Poor's.

PROPERTY TAXES

Property iaxes are levied and become a lien on property as of December 1 on the Stole taxable
voluatiion of property in the School District as of ihe preceding December 31,

Property faxes ore recognized as revenue in the fiscal year they are levied. The Michigon School
Accounting Manual requires property laxes receivable be wrilten off in ihe current yvear if nof received
within 60 days of the end of the previous year. This applies to both the government-wide {full accrual)
and the fund (modified accrual) financial siolements. There is no significant departure from the iuli
accrual basis of accounting using this method.

The 2005 State taxable valuation of non-homesiead property as of June 27, 2006, for East Jordan Pubiic
Schools totaled $167,752,249 on which taxes levied consisied of 17.6255 mills for operating purposes. The
tolal taxable voluaiion of the School District as of June 27, 2006, was $313,741.978 on which iaxes levied
consisted of .40 miils for sinking fund and 3.55 mifls for debt retirement. These omounts are recognized in
the respective Generol, 1995 Debt Service, and 2002 Debt Service Funds.

Classification of assessed property between homeastead vs. non-homestead is subject to change. in
addition, Michigan Tax Tribunal and Board of Review changes throughout the year affect the total
taxable valuotion.



NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 5. CAPITAL ASSETS

Capital assel aclivity for the School District's governmental actliviies was as follows:

Balance Bolonce
Julty 1, 2005 Additions Disposals June 30, 2004
Assets nof being depreciaied:
Lland and improvements 3 70,868 % - $ - $ 70,868
Cuapital assels being deprecicted:
tond improvements 191,010 - - 191,010
Builclings and improvemenis 17,799,426 206,231 - 18,005,657
fumiture and equipment 1,322,666 5.485 - 1,328,151
Yehicles 744,390 - - 744,350
Subtotal 20,057,492 211,716 - 20.269,208
Accumulaied depreciolion:
Land improvements 95,062 1,545 - 106,607
Buildings ang Improvements 4,451,790 370,461 - 4,822,251
Furniture and equipmani 311,687 84,579 . 394,266
Yehicles 501,319 38,637 - 429,956
Sublotal 5,449,858 505,222 - 5,255.080
Nei capilol assis being depreciated 14.607.634 {293,506) - 14,314,128
Governmenial aclivities net
capitol assets 3 14678502 § (293504 3 - % 14,384,994

Governmenial aclivilies oeprecioiton expense was charged as follows:

Unallocoted ¥ 505,227



NOTE é6:

NOTE 7:

NOTE 8:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The interfund baltances are as follows:

Receivable Fund Payable Fund Amount

General Nonmajor governmental $ 58

The Ccieteria Fund owes the General Fund {a nonmajor governmentol fund} $38 in support of
expenditures incurred for the Catelena Fund.

Interfund transfers consist of the following:

The General Fund made a iransfer in the amount of $140,000 to the Athlefic Fund. The General Fund
makes fransfers on a yearly basis fo support the Athlefic Fund, The Cafeteria Fund made @ transferin the
amouni of $10,000 1o the Generdl Fund 10 help poy the costs of administration.

DEFERRED REVENUE

Deferred revenue in the government-wide and the fund financial statements consists of categoricaland
other gront monies received but not yet earmed at year end. Deferred revenue in the fund financial
statements also consists of monies that are not considered both ovallable and measurable. Deferred
revenues for the year ended June 30, 2006 are comprised of the following:

Grant Uneamed
School Readiness 3 25,024
Voc-Tech 45,364
Camp E.J. 17916
G118 Grant 26,395
Misceilaneous 12,613
Total $ 127.312

SHORT-TERM DEBT ~ STATE AID NOTES

The School issues State Ald notes in advance of Siale Aid receipts, depositing the proceeds in the
General Fund. This note is necessary because a Siaie Aid payment is not received in Sepiember.

Short-term debt activity for the year ended June 30, 2006, excluding inlerest expense of $50.156 was
as follows:

Beginning - Ending
Balance Issued Redeemed Balance

State Aid Note 3 - $ 2000000 § 2000000 § -




NOTE 9:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

LONG-TERM DEBT

The following is a summary of the School Disirict's govemmental actlivities long-term debt transactions for
the year ended June 30, 2006:

Amounl Due
Beginning Ending Within One
Bolance Addifions Reduclions Balonce Year
Bonds and notes payable:
General opligation debt $ 10615000 § - $ 710000 % 9905000 3§ 800.000
Durani resolution debt 39,702 - 3,008 36,694 14,374
Bus nole 39.140 - 19,293 19,847 19,847
Other liabilifies:
Early Refirement Incentive 50,000 - 42,000 8,000 8,000
Compensated absences 118,518 - 8311 110,207
Total govemmental activities
long-term liabilties $ 10862360 § - $ 782612 $ 10079748 0§ 842223

Long-term debt payabie at June 30, 2004, is comprised of the fcllowing individual insfruments:
General Obligation Bonds:
1995 Serial bonds due in annual installments of
$515,000 through May 1, 201 t; inferest ot 4.50%. $ 2,575,000

2002 Seral bonds due in annual instaliments of
$285,000 to $995.000 through May 1, 2017;

interest at 3.50% 10 4.40%. 7,330,000
Tetal general opligation bonds 9.905,000

Durant Resolution Bond:

1998 Series School improvement bond due in

annual insialiments of $3,301 1o $14.374 through

May 15, 2013; interest at 4.76%. Thisbondis a

self-hiquidating bond. i is payable both as to

principal and interest, solely from an onnudal

appropration by the Staie of Michigan. if the

legisiature fails fo appropriate the funds. the District

is under no obligation for payment. 36.694

Noie Payable;

Bus note payable due in annual installments of
$20.418 through July 23. 2007; interest al 2.875%. 19,847

Total bonds and notes payable 9,961,541



NOTE ¢:

NOTE 10:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

LONG-TERM DEBT — CONTINUED

Early Retirement incenlive:

Ceriain eligible employess were ofiered an egrly

refirement incenlive durng the 2004-05 school

year. Under the agreement, the school agreed fo

pay a voluntary termination benefii over the next

two years, 8,000

Compensated Absences:

The Distnict's certified and non-certified employees
are allowed 1o accumulale sick days.
The number of days they are aliowed to accumulole
and the rates they are paid out vanes by contract.
110,207

Total long-term debt $.10.079.748

The annucl requirements to amertize all governmental bond cbligotions and notes poyable are as
foliows:

Year Ending Jung 30 Principal Interesi Total
2007 $ 834,22 $ 421,695 3 1,255,916
2008 838,301 382.817 1,221.118
2009 B78,459 347 485 1,225,944
2010 218,623 310,645 1,229,268
2011 958,796 272,298 1,231,094
2012- 2016 4,538,141 804.566 5,342,707
2007 995,000 43,780 1,038,780
Toial 3 9,961,541 N 2,583,286 3 12,544,827

Bond paymenis, including inlerest, are mode from Debl Service Funds. The compensated absenceas and
early refirement incentive liabilities will be licuidated primarity by the General Fund. There are imitaiions
and restrictions contained in the various bond indentures. The Distrct is in complionce with all significant
limitations and resticlions.

DEFINED BENEFIT PENSION PLAN AND POST EMPLOYMENT BENEFITS

The East Jordon Public Schootls contributes 1o the Michigan Pubiic School Employees Retirement Sysfem
{MPSERS), a cost sharing, mulfiple employer, stale wide public employee retirement plon govermned by
the Stale of Michigan ang created in 1915, MPSERS was esiablished by the Siate of Michigon for
purposes of providing refirement, survivor and disabilify benefifs 10 1he Staie's public school employees.
MPSERS now operates under the provisions of Public Act 300 of 1980, as amended. MPSERS issues ©
publicly available financial report that includes financial statements and required supplemeniory
information {or MPSERS. Tha! report may e obtoined by writing to Michigan Public School Employess
Retrement Systemn, 7150 Haorris Orive, P.O. Box 30024, Lonsing, Ml 48%09-7526 or by calling (517} 322-4278.



NOTE 10:

NOTE 11

NOTES TO FINANCIAL STATEMENTS - CONTINUED
DEFINED BENEFIT PENSION PLAN AND POST EMPLOYMENT BENEFTS — CONTINUED

Pricr fo January 1, 1990, MPSERS provided a choice of two refirement plans, the Basic Plan, which
required no employge confribufion and the Member Investment Plan (MIP). For members hired on
January 1. 1990 or after. membership in MIP is mandatory. MIP members are required to contribute 3 to
4.3 percent of their annual covered salary and East Jordan Public Schools is required to coniribute at an
actuarially delermined raie.  The current rate is 16.34% of annuol covered payroll, of which
approximately $.55% is for other post employment benefiis [see below). The contribuiion requirements of
plan members and East Jordan Public Schools are established and may be amended by the MPSERS
Beard.

The Scnool Cistricl's contribulion to MPSERS tor the years ending June 30, 2004, 2005 and 2004 were
$ 949,128, 3876.949 and $774.678 respectively. equal fo the required conlributions for each year.

Other post employment benefits

Also under the MPSERS Act, all refirees have the opticn of continuing hedlth, denlal end vision coverage
which are funded on a cash disbursement bosis. Relfirees having these coverages contiibute an amaouni
approximately equivalent o the monlthly cost for Part B Medicare and 10% of the monthly premium
amount for health, dental and vision coverage’s

The number of plan participants and other relevant financial information consisied of the following ot
September 30, 2005, the date of the latest actuarial valuation,

Eligible retired paricipants 151,706
Porlicipants receiving benefits:
Hecith 115,071
Dental/Vision 122,291
Expenses for the year $761,695958
Payrolt coniribution rate £.55%

RESERVES AND DESIGNATICONS OF FUND BALANCES

Major Governmental Funds

General fund - The Genercl Funds' reserved fund polance includes armounts for tribal ond orepoid
expenditures. Prepcoid expendiiures are noi available spendable resources although ihey are o
component of net assels,

Nonmajor Governmental Funds

Special Revenue funds - The Special Revenue Fund’s reserved fund bolance includes amounts for
inventories ond prepaid expenditures which are not ovaiiable spendable resources although they are a

component of net assals.

Debidervice Fund - The Debt Service Funds'reserved fund balances represent resources legally resinicted
for the payment of prancipai and interest amounts maluring in future yeors.

Capital Preject Funds - The Copitat Project Fund is reserved fund baiances are for the ccgquisition end/or
construclicn of major capital assets.
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NOTE 12:

NOTE 13:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

RISK MANAGEMENT

The Schoot Distict camies commerciol insurance for risks of loss, including property and employee health
insurance. Settled claims resulting from these risks have not exceeded commerciai insurance coverage in
any of the paost three fiscal years.

The Schoot District also belongs to the SEG Self-Insured Workers' Disability Compensalion Fund. a public
enfity risk pool currently operating as a common risk management ond workers’ compensation insurance
program for various school disiricts throughout the state. The School District pays an annual premium for
is workers' compensation insurance coverage. The poolis self-sustaining through member premivms and
reinsures through commercial companies for cloims in excess of 3500,000 for each insured event.
Although the Schoot District could be assessed charges beyond the annual premium, the Tkelihood of
recelving such an assessment is minimat.

SUBSEQUENT EVENTS

The board approved coniracis for two new buses in the amount of $135.000, an Elementary School
roofing project in the amounl of $54,454, and the purchase of deskiop compuiers in the amount of
$66,185.
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EAST JORDAN PUBLIC SCHOOLS
Required Supplementary Information
Budgetary Comparison Schedvuie
General Fund

Yeor Ended June 30, 2004

Yariance with

Qriginal Finol Final Budget
Budget Budget Actual Over/{Under)
Revenues:
Locol sources $ 3.209.872 $ 3.240,898 $ 3,230,855 $ {10,043}
State souices 5,684,865 5,862,323 5,888,219 26,596
Federal sources 302.079 290,944 298,822 7.858
Inferdistrict and other sources 575,040 654,419 &09.724 {44,695)
Tolol revenues @,773.856 10.048.604 10,028,320 [20,284)
Expenditures;
Current:
Insiruction:
Bosic programs 4,837.614 4,894,297 4,881,466 (14,831}
Added needs 1,321,162 1,368,175 1,372,537 4,362
Ervichment orograms 33.226 33.406 34,112 706
Support services:
Pupil 382.484 378.638 372,609 {6.029)
Instructional staff 466,738 475,335 421,837 {53,498}
Generol odministration 368,547 370,368 372,905 2,537
School administrotion 630,809 620,751 622,833 2,082
Business services 84,778 125,276 125,115 {161}
Cperalions and maintenance 961,587 $99.837 991,502 {8,335)
Pupil fransportation services 495,145 500,201 491,130 [9.0771)
Central support services 71.200 .92.847 100,035 7.189
Community services:
Community recreafion 71,587 88,295 87.057 {1,238)
Custody ond care of children 97.713 86,138 85.497 [441)
Debt service:
Principal 19,293 19,293 19.293 -
interest 1,125 1,125 1,125 -
Intergovermnmental payments 66,500 56,700 56,644 [56)
Total expenditures 9,911,708 10,112,682 10,035,898 (76,784}
Excess {deficiency) of
revenues over expenditures {137,852} [64,078) {7.578) 56,500
Other financing sources (uses):
Operating fransters in - - 10,000 10,000
Operating fransfers out (160,000} {160.000) {160,000 -
Toigl other finncing sources (uses) {160,000) {160.000} (150,000 10,000
Met change in fund balance {297.852) {224,078) {157,578) 66,500
Fund balance - beginning of year 784,760 824,491 824,491 -
Fund balance - end of veor % 486,908 h 600,413 $ 666,913 $ 66,500

se¢ occampanving noles to the basic finoncial statements. 21
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EAST JORDAN PUBLIC SCHOOLS
Ofher Suppiemental Information
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2006

Speciol Revenue Funds

Cofeieria Athletics
Assels
Cash $ 24,294 $ 13,058
Due from other govemmaenia! units 31,617 -
inventaories 3,469 -
Prepdid expenditures 1,250 -
Totat ossets % 60,630 3 13,058
Ligbiliies and Fund Balance
Liabiliiies:
Accounts Payable $ - % 305
Due to other funcs SB -
Accrued expenses 1,603 3,818
Totod fiabilifies 1.461 4,123

Fund Balances:
Reserved forinvenicores ond
prepoid expenditures 4,719 -
Reserved for debi service .
Reserved for copitol improvemeants

Unreserved:
Undesignoted 54,250 8,935
Total fund balances 58,949 8,935

Totdl liabiilies ond fund
balances 3 60,630 % 13,058




Cebt Service Funds Capiial Projects fund

Durant Bonded
1995 2002 Non-Plaintiff  Consfruction Sinking

Totol

113.837 $ 205,632 3 - 3 - 3 6357

$

357.478
31,617
3.469
1,250

113.837 $ 205,632 $ - $ - ¥ 657

$

393.814

3

305
58
5,42}

5,784

113,837 205,632 : , .
- - : : 657

4,719
319,469
&57

63,185

113,837 208,632 - - 657

388.030

¥

113,837 ¥ 205632 b - $ - $ 657

%

393.814




EAST JORDAN PUBLIC SCHOOLS
Other Supplemental Informafion
Combining Sfatement of Revenues, Expenditures and Changes in Fund Bolances
Nonmajor Governmental Funds
Year Ended June 30, 2006

Special Revenue Funds

Cafeleria Afhieiics
Revenues:
Local sources $ 169,161 3 80.764
Siate sources 30,405 -
Federal sources 208,963 -
Total Revenues 408,529 80,764
Expenditures:
Current:
Food service 411,048 -
Athletics - 239,949
Debt service:
Principal -
interest
Other
Capitol outlay - -
Total expenditures 411,048 239,949
Excess {deficiency) of
revenves over expenditures [2.519) [159.185)
Other financing sources (uses).
Operating transfers in - 160.000
Operating transfers oul {10.000) -
Total other financing
sources (uses) [10.000) 160,000
Net change in fund balances {12,519} 815
Fund balances - beginning of year 71,488 8,120

Fund balances - end of year $ 58,949 kY 8,935




Debt Service Funds Capital Projects Funds

Durant Non- Bonded

1995 2002 Plaintiff Construction Sinking Total
$ 638,840 $ 502,005 3 - 3 108 $ 127,041 $1.5317.919
- - 4,364 - - 34,769
- - - - - 208.943
638,840 502,005 4,364 108 127,04} 1,761,651
- - - - - 411,048
- - - - - 239,949
515,000 195,000 3,008 - - 713,008
139,050 305,368 1,356 - . 445,774
1,402 1,104 - - - 2.508
- - - 2,818 126,384 129,202
655.452 501.474 4,364 2,818 126,384 1,941,489
{16.612] 531 - [2.710) 657 [179.838)
- - - - - 160,000
- - - - - [10.000)
- - - - 150,000
(16.612) 531 - (2,710) 657 (2%.838)
130,449 205,101 - 2,710 - 417.868
$ 113837 $ 205,632 $ - $ - $ 657 $  388.030
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Aclivity Funds:
Elementary School
Elemenliary - Spartan

Elementory - Book Fair

High School
Middle School
Art Club

Art Club-MS
Athletics:
Baseball

Boys BB Camp
Girls BB Camp
MS Baskeiball
Cross Couniry
Footbatl
Football - MS
Footbalt Donactions
Soccer
Softball

Track

Trophy Club
Volleybdall
Aulo Mechanics
Band Fund

BPA

Bill Chose Relays

Booksiore:

Band

Elementary School
High Schoof
Middle School
Woods

Boys Youth Basketbal
BST

8us Drivers' Fund
Cheerleaders:

NAY

Varsity

Chess Club

Class of:

1972

1975

1980

1981

1984

EAST JORDAN PUBLIC SCHOOLS
Other Supplemental Information
Sjatement of Recelpts and Disbursements

Fiduciary Fond
Year Ended June 30, 2006

Balance 2005-2006 Bolance
July 1, 2005 Receipts Disbursements  June 30, 2006
3 7,783 9.764 $ 8.232 3 9.315
720 - - 720
5213 8.466 7.966 5713
3.371 12,007 11.300 4,078
{309) 4,797 4,326 162
291 304 394 207
138 - - 138
223 2,785 2.728 280
289 5,821 5,982 128
628 2.613 2,550 691
55 - - 55
204 1,561 1.664 101
3,604 5,828 8,188 1,244
- 265 265 -
2,824 - - 2.824
{30) - - {30}
542 1,736 1,458 820
- 585 585 -
267 . - 267
1.030 1,620 1,996 654
(7) 11,382 12.333 {758}
1,937 2,950 4,390 497
- 1.395 1,266 129
- 1.813 1,235 578
- 193 193 -
- 984 984 -
- 2,923 2,923 -
- 2,231 2,231 -
- 12,419 12,419 -
248 1,490 1,735 3
51 36 20 67
178 - 59 119
(2} 1.434 682 750
(19) 2.633 2.598 16
564 - - 564
160 160
47 - 47
14 - - 14
162 - - 162
17 - 17
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1986

1988

1996

1999

2001

2002

2004

2005

2006

2007

2008

2009

2010

2011

2012
Community Activity
Community Auditorium
Communify £G
Community Pool
Deca
Devils Stop & Shop
Dramao Club
EJHS Revolving
EJPS Revolving
Elemeniary Classes:

Kindergarien

First Grade

Second Grade

Third Grade

Fourh Grade

Fitth Grade
Exsl
F.CS.
German Club
Golf Boosters
Hot Lunch Staif
Job Shadowing
Journalism
Lake Michigan Conference
Leamning Center
Malpass Grants
rAQREX
Media Center
Medio Center - HS

EAST JORDAN PUBLIC SCROOLS
Other Supplemental Information
Statement of Receipts and Disbursements

Fiduciary Fund
(Continved}

Year Ended June 30, 2006

Balonce 2005-2006 Balance
July 1, 2005 Receipis Disbursements  June 30, 2006

137 - - 137

210 - - 210

726 726 -

373 - 373
656 - 656
615 - 615
361 - 361
1,397 - - 1,397
2,377 1,456 3.762 7}
387 11,908 5,72) 6,571
613 - - 613
1.762 1,560 932 2,390
1,486 7,232 8,189 529
6,839 9,513 7.537 8,815
- 18.4%90 10,161 8,329

- 2.319 2,319 -

6.450 17.297 21.144 2,603

- 7.318 7.318 -

- 654 654 -
38 768 735 71
42 - - 42
87 - - 87
(99} 4,734 4,331 304

- 35,737 35.392 345
- 569 568 I

- 504 504 -

- 328 320 8
47 1,293 935 405
50 609 386 273
87 363 315 135

300 - - 300

164 20 151 33

259 - - 259

1.065 1,159 1,486 738

516 - - 516

413 - - 413

403 827 445 785

1,167 4,800 5918 49

122 - - 122

- 2976 2911 65

294 - - 296

248 243 64 427
59 285 282 62
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EAST JORDAN PUBLIC SCHOOLS
Other Supplemental Information
Statement of Receipts and Disbursements
Fiduciary Fund
(Continued)

Year Ended June 30, 2006

Balance 2005-2006 Balance
July 1, 2005 Receipts Disbursements  June 30, 2006
Media Center - MS 44) 205 166 480
Misc Grants [{6.516) 23,235 11,604 5115
MST Center 249 1.043 1,050 242
Music - MS Voca! 25 - - 25
National Honor Society {64) 301 184 53
Needy Children - 2,376 2.376 -
Odyssey of the Mind 1,173 - - 1.173
Paws 210 - - 210
Phys. Ed. - MS 356 - - 356
Playground Fund : 134 - 134 -
Pre-School 31 - - 31
Publishing Cenier 1.714 - - 1.714
Quiz Bow! 4 201 185 20
RIF {2,400) 8,000 3.535 2.065
Scholarship Fund 9219 12,405 13,069 8,555
Science Falr (237) 2,169 1,366 366
SADD:
HS 533 - - 532
MS 498 - - 498
Sci-Tech 381 - - 381
SkiTeam 1,737 615 795 1,557
Ski Club - MS 2.360 7.805 6,547 3,618
Special Ed - MS 161 - 7 154
Spanish Club 2,303 24,150 25.026 1,427
Student Council:
MS 3.150 3,152 2.618 3,684
HS i,107 1,215 1,165 IRY
Student Store - Marketing {3.055) 8,811 7.285 (1,529}
Student Store - MS 398 - - 398
Theatre Troupe - MS 29 - - 29
Title IX 1,125 - - 1,125
EJ Thespians 3,191 10,064 9,951 3,304
Yearbook:
HS {(6,724) 16,383 15.319 {5,660)
MS 218 2,921 2,861 278
Y.E.S. 87 - - a7
Interest Earned - 860 860 -
Sth Grade Store 857 - - 857
8th Grade Lock-In 190 1,327 1.416 101
8th Grade Enierprise 1175 2,134 2,158 1,151
8th Grade Teacher 37 - - 37

Total

73.943 $  369.366

$

340,585

$ 102,724
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EAST JORDAN PUBLIC SCHOOLS
Other Supplemenial Informafion
Schedule of Bonded indebtedness
June 30, 2006

Due interest
May | Rate Principal interest Tofal
$5.300.000 issue
of November 1, 1995 2006-07 4.50 $ 515.000 3 115875 $ 630,875
2007-08 4.50 515.000 92.700 607.700
2008-09 4.50 515,000 69.525 584,525
2009-10 4.50 515,000 46,350 561,350
2010-11 4,50 515,000 23,175 538,175

$  2.575.000 $ 347.625 § 2,922,425

Caill provision: Bonds of this issue matunng on or after May 1. 2005 are subject ic
redempftion prior fo maturity ot ihe option of the district in any order
at par and inferest plus a premium as follows:

May 1, 2006 - May 1, 2007 100.50
May 1, 2007 - May 1, 2011 100.00



$7.920.000 issue
of November 1, 2002

EAST JORDAN PUBLIC SCHOOLS
Other Supplemental Information
Schedule of Bonded Indebtedness

June 30, 2006

inferest
Due May | Rate Principal Interest Total

2007 3.50 $ 285,000 $ 299.030 584.030
2008 3.75 320.000 289,054 609,054
2009 3.75 360.000 277.054 637,054
2010 3.75 400,000 263,554 663,554
201 3.85 440.000 248,555 688,555
2012 395 840,000 231,616 1.071.4616
2013 405 875.000 198.436 1.073,436
2014 4.15 905,000 162,998 1.067.998
2015 4.25 940,000 125,440 1,065.440
2016 4.30 970.000 85,490 1,055,490
2017 4.40 995.000 43,780 1,038,780

$ 7.330.000 $ 2225007 9.555,007

Caill provision: Bonds of this issue maturing on or after May 1, 2013 are subject
to redemption prior to maturity at the option of the disirict in any
order at par and interest on any interest payment daje on or after

May 1, 2012
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EAST JORDAN PUBLIC SCHOOLS
Other Supplemental Information
Schedvle of Bonded Indebledness
June 30, 2006

Due Inferest
May 15 Raie Principal Interest Total
$62.145 issue
of November 24, 1998 2007 4.761353 $ 14,374 $ 6.219 $ 20,593
2008 4.761353 3.301 1.063 4,364
2009 4.761353 3.459 206 4,365
2010 4.761353 3,623 741 4,364
2001 4.761353 3,796 568 4,364
2012 4.761353 3.976 338 4,364
2013 4.761353 4,165 198 4,363

$ 36.694 $ 10,083 $ 46.777

Call provision: This Bond is not subject to redemption prior to maturity by the District.
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N & Hill < Schroderus & Co., LLP

= e Certified Public Accountants & Consultants

August 18, 2008

REPORT ON INTERNAL CONTROL QVER FINANCIAL REFORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Svperniendent and Board of Education
cast Jordan Public Schools
East Jordan, Michigon

We have audited the finoncial stotements of the governmenial activilies, each maojor fund ond ihe
aggregate remaining fund intormation of East Jordan Public Schools as of and for the yeor ended
June 30, 2006, which collectively comprise Easl Jordan Public School's basic financial siatements
and hove issued our report thereon daled August 18, 2006. We conducied our ouditin accordance
wilh ouditing standards generally accepted in the Uniled $Staies of America and the standards
appticable 1o finoncial audits contained in Government! Audiling Standords, issued by ihe
Camptroller General of the United Stafes,

internol Controt Over Financial Reporting

In planning and performing owr cudit, we considered East Jordan Public Schools' infernal control
overfinanciol repoding in order to determing our auditing procedures {or the purpose of expressing
our opinions on the finoncial statements and not 1o provide ossurance on the internal control over
financial reporing. Our consideration of the internal conlrel over financial repoding would not
necessanty disclose all matiersin the internal conirol Ihat might be maileral weaknesses. A maienal
weakness is a reporiable condition in which the design or operaifion of one or more of the intemnal
conlrol components does nefreduce 10 a relatively iow level the risk that misstialements caused by
error or fraud in omounts that would be malerat in relation to the finonciat stotements being
audited may occur and not be delected within a limely period by employees in the normal course
of performing their assigned funclions. We noted no matiers involving the internal conirol over
financial reporting and its operation that we consider 1o be maleriol weaknesses.

Complionce and Other Matiters

As part of oblaining reasonable assurance about whether East Jordan Public Schoals” financial
statements are free of material misstotement, we pedormed tests of its compliance with certain
provisions of laws, regulalions, contracis and grant agreements, noncompliance with which could
have a direct and moteric! effect on the delarmination of financial statement amounis. However,
providing an opinion on compliance with those provisions was not an objective of our avdit and.
accordingly, we do nol express such an apinion, The results of our {esis disclosed ne instonces of
noncomplionce of oiher matters that are required to be reporled under Governmeni Auditing
Stondords.

This report is intended solely for the information and use of Ihe management, School Board and
federal awarding agencies and pass-through entilies ond is not intended to be and should nol be
used by anyone other than ihese specified porties.

il Sl ¢ U

CERTIFIED PUBLIC ACCQOUNTANTS
Petoskey. Michigan
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Hill « Schroderus & Co., LLP

Certified Public Accountants & Consultants

August 18, 2006

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROCRAM AND INTERNAL CONTROL OVER COMPUANCE IN ACCCORDANCE
WITH OMB CIRCULAR A-133

Superintendent and Boord of Education
East Jordan Public Schools
East Jordan, Michigan

Complionce

We have audited the compiicnce of East Jordan Public Schools with the types of complionce
requirements described in the U.S. Office of Monagement and Budget [OMB] Circular A-133
Complionce Supplemen! that are appiicable to each of its major tederatl programs for the year
ended June 30, 2004. Easi Jordan Public Schools’ major federal programs are idenlified in the
summary of auditors’ resulls section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and gronts applicable to
each of its major federal programs is the responsibility of East Jordan Public Schools' management.
Qur responsibility is to express an opinion on East Jordan Public Schools’ compliance based on our
audit,

We conducted our cudit of compliance in accordance with audiling standards generally
accepted in the United States of America; the standards applicable to financial oudits contained in
Government Auditing Standards, issued by the Compirolier Generol of the United States: and OMB
Circular A-133, Audits of Siotes, Local Governments, and Non-Profit Organizations. Those standords
and OMB Circular A-133 require that we plon ond perform the audit to obiain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above thol
ceuld hove o direc! and maierial effect on a maojor federal program occured. An audit includes
examining, on g iest basis, evidence gbout East Jordan Public Schools' compliance with those
requirements and periorming such oilher procedures as we considered necessary in the
circumsicnces. We believe thot our audit provides a reasonable basis (or our opinion, Our audi
does not provide o legal determinaiion on East Jordan Public Schools' compliance with those
reguirements.

In our opinion, East Jordon Public Schoois complied, in all maierial respecis, with the reauirements
refered io obove that are applicable o each of its major tederal progroms for ihe vear ended
June 30, 2006.

interngl Conirol Over Complionce

The managerment of Fost Jordon Public Schools is responsible for estabiishing and maintaining
eflectlive inlemol control over compliance with requirements of laws, reguiations, conirocis ong
gronts applicable o tedero! programs. In planning and performing our audii, we considered the
East Jordan Public Schools' internal conirol over compliance with requirements thot coulc have ¢
cirect and molerol efiect on o mojor federal program in order o determing our cudiiing
procedures iof the purpose of expressing our opinicn on complicnce and fo fesl ond repost on
iniernol controt over compliance in occordonce with OMS Circular A-133.
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East Jorclan Public Schools
Eas! jordan, Michigan

Qur consideration of the internal conirol over compliance would not necessarily disclose all matiers
in the inlernal controt that might be matenal weaknesses. A material weakness is o reportable
condition in which the design or operaiion of one or more of the internal conirol components does
not reduce 1o a reiatively low level the risk Thal noncempliance with opplicable requirements of
lows, regulations, contracts and granis caused by error or froud that would be malerial inrelation to
o maojor federal program being auvdited may occur and not be detected within a fimely period by
employees in the normal course of performing their assigned functions. We noted no matiers
involving the internal control over complionce and ifs operation thal we consider to be material
weaknesses.

This report Is intended solely for the information and use of the management, School Board and
federal awarding agencies and pass-through enftifies ond is not intended fo be and shouid not be
used by anyone other than these specified pariies.

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigon
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EAST JORDAN PUBLIC SCHOOLS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 3D, 2006

Finding/Noncompliance

There were no uncorrecied findings from the previous year's audit.

35



EAST JORDAN PUBLIC SCHOOLS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For Year Ended June 30, 2004

Summary of Audit Resulis

I

vi.

vii,

East Jordan Public Schools has received an unquolified opinion on its financial stotements.

We noled no matters in East Jordan Public Schools’ internal control structure which we
consider to be reportable condilions.

We noted no noncompliance that would be maiterial to the financial sfatements.

We noted no matters in East Jordan Public Scheels' internal control over major programs
which we consider to be reporiable conditions.

East Jordan Public Schools has received an unqudalified opinion on compliance for its major
progsam, Title L

We noted no audit findings required ‘o be reported under Section 510 (a) of OMB Circulor A-133.
The Distnct had no Type A programs. The doliar threshold used to deiermine Type B programs was

$135,000. Two programs qualified as potential Type B programs. The Tille | program was selecied for
festing in the current year.

viil. East Jordan Public Schools did qudlify as a low-risk auditee under Section 530.

Findings and Questioned Cosis

We noted no material findings, or questioned costs.



NO MANAGEMENT LETTER WAS ISSUED TO THE EAST JORDAN PUBLIC SCHOOLS FOR THE YEAR
ENDED JUNE 30, 2006
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